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We appreciate the opportunity of expressing our views on 
Bill C-132 which proposes amendments to the Western Grain Stabilization 
Act. 


There are features of the W.G.S.A. that have never, since 
day one, fufilled the requirements of a comprehensive stabilization 
program. The amendments proposed in Bill C-132 still do not address 
our concerns in that regard. Indeed, it is questionable whether the 
W.G.S.A. can ever be amended in a way that will adequately address the 


income protection requirements of farmers. 


There is no denying that the program has made massive payouts 
in the past three years as a consequence of the devastating U.S.-E.E.C. 
grain trade price war. Even when taking into account the recent 
payments from the fund, the federal government was required to supple- 
ment farm income losses in the past two years through payments of 


$2.1 billion under the Special Canadian Grains Program. 


Recent experiences have demonstrated that the W.G.S. Plan 
could not withstand the devastating impact of a major grain trade price 
war which has effectively bankrupted the program. We primarily look 
upon Bill C-132 as an attempt to salvage the W.G.5.P. from total 


Exe dainic teasOms 


BACKGROUND : 


Im the context, of the discussion of Bill CG-132, we believe 
it is important’ to @brierhy *review the Origins FOERtne WiG.5, “Act and 
its. “track record’ tn “rulrriming "anvob jective “to maintarn net cash flow 
to iprairie erdin producers. **irom grain” sales} at* the level! of *the 


average for the previous five-year period." 
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Stabilization programs for most agricultural commodities have 
been directed toward supporting prices. Grain sales, on the other hand, 
fluctuate both in volume and price in response to international market 


supplies and demand, all of which are beyond producer control. 


A grain stabilization plan was first proposed by the Task 
Force on Canadian Agriculture report of 1970. However, export volumes 
had declined and carry-over stocks were large. Amprice, support plan 


was not acceptable to many. 


On April 29, 1971, Bill C-244 “was given’ first reading and 


cited as The Prairie Grain Stabilization Act. It would have supported 


gross receipts at the level of the previous five-year average. Bill 
C-244 did not include consideration for costs. It eventually died on 
thet order tipapexs In 1974 the net cash flow concept was proposed. 


On January 28, 1976, the Western Grain Stabilization Act was 
approved by the House of Commons and came into force on April 1, 19/76. 
The Plan was to pay out to producers when net cash flow fell below the 


previous five-year average. 


It was emphasized from the outset that the W.G.S. Plan was 
not a guaranteed income scheme for individual producers but was designed 
to s€abi lize june net Seach) flowlainto the. prainie regrom  Erom ‘sales of 
the six grains! that werestincluded | )Dts ‘disregard yfer individual» farmer 
income needs remains one of its greatest weaknesses. It was also 


stressed that the Plan was not designed to replace crop insurance. 


All Wheat Board permit book holders were initially included 
under the Plan but were extended a three-year period to opt out. 
Producers paid in 2% in gross receipts up to $500 while the government 
contributed 4%. Producer levies maintained annual maximums of $500 
for 1976/77/78 and then Vdnacreasedicto $900 fromy 1979) -$2982 Linchusive. 
In 1983 the levy rose to $1200. 


From the date of commencement of the program (April 1, 1976) 
to the end of the 1983 calendar year, payouts to producers were made 
omiliveti naylov7s -andie1 97s, Weta la neross 08s ani) lasom: The fund balance at 
the end of 1983 stood at $885 million. The plan did not make a payout 
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in 1982. despite a decline in grain prices. In? 1983.,e8r0ss receipts 
reflected a 9% increase in the volume of marketings which again more 


than offset a 3% decline in the average price of grains and oilseeds. 


The perception grew among farmers that the W.G.S.P. was not 
providing assistance when needed. In 1982 there were 78 farm bankrupt- 
¢les reported ingthe praigies. vilhis Hnereased to 154 in 19383. At the 
same time farm debt increased, farm loans fell into arrears, land prices 
declined, .~tarmomachinery ssales |slipped — but “the W.G.S.P. did not 


respond. 


Prompted by the fund balance, producer levies were lowered 
to 15% and sthetfederals <contiributiions to -34% effective January,.1, 1984. 
Commencing August 1, 1984, the fiscal year of the Plan was made to 


coincide with the crop year. 


A $223 million payment was triggered for the 1983/84, crop 
year. A partial payment of $100 million was issued in August, 1984, 


and the balance of $123 million paid out in November. 


In February, 1985, the government approved a major amendment 
to the Act which provided for the issuing of interim payments in the 


spring prior to the July 31st end of a crop year. 


In April 1985, a $450 million interim payment was authorized 


followed by a final payout of $72 million. 


The government had also called for a comprehensive review 
OE tthe! Aces (The House of Commons Standing Committee on Agriculture 
conducted the review and tabled its report and recommendations on 
February 14, 1986.) 


On’ August 4%,r.1985, producer levies declined from 14% to 1% 
and the government levy was fixed at 3%. Maximum producer levies 


dropped from $900 to $600 per crop year. 


Thé international ‘grain’ price wax,intensified. ;Grain prices 
dropped by 50%. In the 1985/86 crop year, stabilization payments of 
$859 million were issued. In Aprils 1987, “a: record interim payment 


of $705 million was authorized and a subsequent final payment increased 
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ttre 1967" payout. to $1,597) miliion. 


The interim payment of $695 million issued in May, 1988, 
increased “the "ftund”s *deficit™to $2.2 billion. Passage of Bill C-132 
will authorize a write-down of S720 mLELton OF that. Gericit. Producer 
levies will increase to 4% and the government will raise its contri- 
bution too. This shift in levy contributions changes the producer 
ratio. trom Jip stOm ll...) ane nase ene: Chiect of Cransrerring a. Larger 


share of the cost burden onto producers. 


EVALUATING THE PLAN: . 


As the background reveals, the Plan has performed in an 
erratic manner rsince ii tsi sinceptiion. in Mies siinvet sevens years Sok 
operation} «vcircumstances, were such thateethe * trigeering * formula for 
payouts was too insensitive to rising costs and falling grain prices 
measured against rising export volumes. Payouts were recorded in only 
1977 and 1978 during the period 19/6 to 1963. 


Because’ itteisravoluntary’ the Ghistorical \'participation “of 
producers has* ranged Sromifatlow tof 014 Veatinn 197s stot current high of 
87%. In 1987, about 4,000 producers joined the Plan, but about 20,000 


Stink) rémaine outside: then Plans 


While Bill C-132 attempts to encourage additional producers 
outside the plan to enter by offering to remove the 10% penalty payment 
for current) conditional participants and for producers who xejoin the 
W.G2S.P. inn faturet hewe Wanticspatesttnae’ many WsGch eproduicers™™ wil B 
seriously assess the implications of so doing. Payouts under the Plan 
peaked in 1986-87. They have declined in 1987-88 and are forecasted 
to decline again in 1988-89 because of past low grain prices which will 
weigh heavily in the five-year net income formula. The Western Grain 
Stabiliizatstton. administratiom! <forecasté® there’ may be no™payouts~-in 


1989-90, although low production may trigger a payment. 


In any event, we believe the July 31, 1988 deadline proposed 
foreréjoiningstthe Planias*ttoo' “short a time considering the Bill will 


not likely have passed the Commons by that date. 


Similarly, we believe the reduction in the initial opt-out 
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period from three years to one year for new participants is too short 
a ‘period™for’ such éntrants to ~ssess)' the Plan’: We note participants 
who joined in 1985-86 and 1986-87 and all other participants are also 
extended the July 31, 1988 opt-out deadline. The relatively short time 
frame offered in making this important decision is said to be related 
to the extensive changes being made by Bill C-132 but it appears to 
be directed more toward locking producers into the Plan as quickly as 
possiblé+ “in the government "s= zeal to *correctiithe “fund! ‘deficit. We 
question whether the majority of participants are fully aware of their 


Fight! "to swithdraw = by “July Stse. We recommend the opt-out deadline be 
extended to December 31, 1988. 


Non-participants considering entry will seriously assess the 
wisdom of entering the Plan at this time because of the dramatic jump 
im! the levyetrom’ 1%" "to 42" ofetgross (receipts whieh’ will! costethem! ra 
maximum contribution of $2400. This is not an insignificant amount 


in a period of relatively low prices. 


A further problem associated with the increase in levy (which 
has been part of the program since the outset) is that producers have 
no idea what level of income stabilization they can expect from the 
payment of their annual levy because the Plan does not provide indivi- 
dual income protection. Although a participant may have paid his 
naximum bevy but® still) experienced’ an’ incéme’shortfiall’) ina ‘current 
year relative to other years, he cannot rely on having that shortfall 


covered. 


On the® other Chand, "partici pantsatwho’ willtgain “the! mostetin 
ay payout year “are®*those™ whotthave been vable to ‘maintain theirreclevy 
contributions at the maximum level. They may be least in need of 
stabilization but will receive a maximum payment. In other words, the 
Plan is not designed to target “producers who are in greatest need of 
Stabilazationwwerit teMitroni cPithat’ the mistortuietof"s some tindividuals 
may cause the circumstances for a payout to be triggered, although they 
may Mreceive’ nothing” or * very sliecele! sivom vite This form of reverse 
discrimination: ws) difficult ~for, many. to comprehend, particularly.’ in 


the drought areas of the prairies. 


Memmipréviouslyi¢noted, itheeipayouts tromrthe |fundwert. the past 


five years have been in response to the artificially low grain prices 
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on world markets as a consequence of the U.S.-E.E.C. grain trade price 
war. Considering that an original-stated objective of the W.G.S.A. 
was to make it "actuarially sound," it is apparent it was not designed 
to withstand the type of severe grain price declines experienced over 


the past four years. 


All grain producers have been severally affected by the grain 
trade price war but those under the W.G.S. Plan were better protected 
than those outside the Plan because massive federal funds were poured 
into thes W,G.5. Blan €o0 cover its mountine. deticits, yin addition, all 


participants also benefited from the Special Canadian Grains Program. 


This has given rise to suggestions among some producers 
outside the W.G.S. Plan that they should have been permitted to join 
and pay levies into the Plan retroactively for a period of 5 years in 
order to benefit from payments. It has also been suggested that all 
non-participants should receive payments in proportion to the $750 


million deficit write-off proposed in Bill C-132. 


While the Committee may not share these views, the very clear 
indication is “that™ many “producers” feel all producers are victimes of 
an exceptionally. vicious, Uerain Jtrade price jwar .and the response of 
government should be to deal equitably with all producers under this 
circumstance. We fully agree that all producers should be treated 
equitably iin circumstances ,ot mattonal (disaster. We are certain that 


Bill C-132,. wild not pcorrect. the past, inequities. 


The time. may .be,at hand to reconsider concepts. for the best 
way to protect farmers from becoming bankrupted at the hands of foreign 


treasuries, the vagaries of the marketplace or the vagaries of nature. 


In Ole -Vlew LUC eprimaL ye MiGer Lying Jenrust OL ERG WeG.oa A 
is directed toward maximizing production and attempting to offset lower 
grain prices and farm incomes by the sheer expansion of trade volumes. 


The pursuit of this objective is now highly questionable. 


As experience has demonstrated, the W.G.S.A. is not directed 
to protect the ancomel meedssom individual producers). as is.:crop insur— 
ancey“forvexample, Tt has mot proven*to betiactuarially»sound. ft has 


not proven to be adequate in replacing lost farm income by virtue of 
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the need for $2.1 billion payments under the Special Canadian Grains 


Program, most of which was allocated to Western Canada. 


A universal program for farm income protection is needed which 
can be specifically targeted to the needs of individual producers. 
The need for a comprehensive program once again comes to our attention 
by the current need for special drought assistance. This confirms that 
the existing crop insurance program, while directed toward assisting 
individual farmers, once again falters because it is inadequate for 
even those who are in the program and, because it is voluntary, by- 


passes those without coverage. 


ihe sum total of “funds. ‘divected into. the “W.GsS.P., the 
oe O,.G,P., Crop insurance,, Che Apriculture Stabilization Act and Iripar- 
tite Stabilization should be pooled and redesigned into a National Farm 
Income Protection Program from which all producers would benefit and 
in which all ideally would be required to participate. In such a compre- 
hensive scheme it should be conditional that those who choose not to 
participate could not presume ad hoc programs would be devised to meet 


every tiuture crisis situation whieh might develop: 


This proposal is of course beyond the%terms of reference of 
this Committee. What we are saying in an indirect way is that we look 
upon the proposed amendments to Bill C-132 as tinkering on a concept 
that is flawed and has quite possibly already served its purpose. The 
recovery of the W.G.S.P. outstanding deficit remaining after the $750 
million deficit write-down appears to be the primary intent of Bill 
C-132 and this does nothing to enhance the credibility of the program. 
We strongly xecommend, that “among gyoun considerations of all, the impli- 
CatLons involved mn stabilizing warm wamcome,. this Committee @ereée to 
propose that a comprehensive farm income protection plan be drafted 
that will better target and serve the income needs of individual 


farmers. 


There are inclided in, Bill C=-132 a number of other amendments. 


We will comment briefly on some of them. 


~ We agree in principle that the list of “eligible crops. should 
be expanded under the Plan. We note that edible beans, corn and 


soybeans are excluded because they are currently included for stabiliza- 
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Cion under the Agriculture Stabilization Act. We remind you that the 
A.S.A. is universal in its application to these and other crops included 
under its mandate and does not require the payment of producer premiums 
or levies. To "tnis extent, it is @ reminder of the cortradictions that 


exist in our national approaches to farm product stabilization. 


- We agree in principle that the size of the aggregate payment 
should not be reduced when there is a deficit in the Stabilization 


NON ME 


- With respect to the increase in the producer levy rate from 
1% to 4%, we have already made the point that it distorts the producer- 
povernment ratio, Trom 0:3) co Tcl, (im ‘ettect Cransterring a greater 
responsibility for fund financing upon producers. In comparison to 
previous years, the current producer-government ratio is the narrowest 


since the inception of the plan as illustrated below. 


Period Producer Levy % Government Levy % Ratio 


1976 to 1983 

LO83 (Jans 1) to 19085. (Jaly 31) 
1985/86 to 1987/88 

1988/89 
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We recommend the producer-government contribution be  main- 


tarned ata 223 satire. 


We understand the immediate "up-front" levy deduction will 
be 27% for 1988-89 crop year bub the producers liability for the addi- 
Glonal 2), ts still “subject to deduction. Erom future payments. This 


provistonscould be dropped to LGestore a 123 ratio. 


- We agree in principle that producer levy rates ought to 


be adjusted downward when surpluses appear in the account. 


. We agree in principle that appropriate levy deductions be 
made by provincial crop/hail insurance agencies prior to the issuance 
of indemnity payments to program participants on program crops effective 


for the 1989-90 crop year. 


- We question the proposal of allowing producers in the 
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Canadian Wheat Board designated area who are not Canadian citizens or 


permanent residents of Canada to participate in the program. 


We recommend instead that participation of non-Canadians 
be restricted to producers who have landed immigrant status and are 
residing within Canada. The provision as proposed can only encourage 
greater foreign ownership of farm land and enable corporations and 
absentee landlord persons benefiting from the payout of Canadian tax 
dollars. Such an accommodation also points in the direction of promo- 
ting equity financing arrangements, the concepts of which are not 


generally supported in the farm community. 


- We accept in principle the proposal to increase the Advisory 


Committee from five to eight persons. 


In conclusion, we reiterate our earlier position that we 
believe we have approached the time when the entire concept of stabili- 
zing farm income requires a thorough overhaul. We hope you agree and 


willinitiate actions, to begin this process: 


One 


All of Which is Respectfully 
Submitted by: 


NATIONAL FARMERS UNION 
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national farmers union 


